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1. Purpose. To darify the amendment to Section 51(i)(2) of the IRC deding with “qudifying rehires” and
to identify the period of time requirement for referrd of individuas from vocationd rehabilitation programs
as this applies to the WOTC and WtW tax credits.

2. References. The Ticket to Work and Work Incentives Improvement Act of 1999 (P.L. 106-170),
8505; the Small Business Job Protection Act of 1996 (P.L. 104-188), §1201 (d)(6))(B), as amended;
Internal Revenue Code of 1986, 851 and 851A, as amended; ESPL No. 10-99, dated December 22,
1999; and ETA Handbook No. 408, Second Edition, November 1998.

3 Information and Background. The Ticket to Work and Work Incentives Improvement Act of 1999,
amended section 51(i) (2) of the Internal Revenue Code of 1986, dedling with nonqudifying rehiresto
read asfollows:

“No wages shd| be taken into account under section [51](a) with respect to any individua
if, prior to the hiring date of such individud, such individua had been employed by the
employer at any time.”

Prior to this amendment, section 51(i)(2) read asfollows.
“No wages shd| be taken into account under section [51](a) with respect to any individua
if, prior to the hiring date of such individud, such individua had been employed by the
employer at any time during which he is not a member of a[WOTC/WtW] targeted

group.”

4, Claification of Amendment to Section 51(i)(2) of the IRC Regarding “ Qudifying Rehires.”




In interpreting the clarifying amendment to section 51(i), the discussion of “bresksin employment” on
page I11-11 of ETA Handbook No. 408, Second Edition, November 1998, 4ill applies. This means that
anindividud certified asa WOTC or WtW target group member, who begins to work for an employer,
and who never worked for the employer before, can experience bresks in employment, return to this
employer, and be rehired by thisemployer. Such hiring can occur during the initid year of employment in
the case of the WOTC and theinitia two years of employment in the case of WtW, and gtill qudify the
employer to clam ether tax credit. The practica effect of this amendment is that each taxpayer islimited to
claming the WOTC or WTW tax credit once for each digible targeted group member. Prior to this
amendment, if al requirements were met, the assumption was that the taxpayer could clam the WOTC or
WIiW tax credit year after year for the same targeted group member upon obtaining recertification. The
amended language now legdly barsthat practice.

Specid Rulefor Continued Employment. A person, who was a“qudified summer youth” employee and
meets the digibility criteriafor another target group, may be recertified by the designated local agency.
Thiswould qudify the employer to clam the remainder of the one-year WOTC credit. A new Form
8850, Pre-Screening Notice and Certification Request for the Work Opportunity and Welfare-to-Work
Credits, must be submitted for the second target group. Thetotd period of digibility for the credit,
including the time during which the person is a certified summer youth employee, cannot exceed one year.
A summer youth employee who continues to work for the same employer but does not immediately qudify
for a second target group may be recertified at any time within the one-year period beginning with the date
of initid hire as a summer youth. Eligibility must be established for the second target group.

5.  Vocationd Rehahilitation Referral. The second part of the definition in page 11-7, of the 1998,
Second Edition of ETA Handbook No. 408, for the VVocational Rehabilitation Referrd reads as follows:

“...was referred to the employer upon, or at any time after, completing or while receiving
rehabilitative services pursuant to an individuaized written rehabilitative plan (IWRP) under
a State plan for vocationd rehabilitation services approved under the Rehabilitation Act of
1973;”

For purposes of the WOTC program certification process, the phrase “or a any time after” should be
deleted so0 the Satutory definition reads as follows:

“...having been referred to the employer upon completion of or while receiving
rehabilitative services pursuant to an individuaized written plan for employment (IPE)
under a State plan for vocationd rehabilitative services approved under the Vocationa
Rehabilitation Act of 1973...[as amended, 1998], or”

This change alows the State Employment Security Agencies or Designated Locd Agenciesto issue
certifications to Vocationa Rehabilitation (VR) Referras for individuas who have received rehabilitation
services up to two years after receipt of the last VR services.

6. Action Required. SESA Adminigtrators are requested to share this guidance with the corresponding
WOTC/WtW State Coordinators and ensure it is understood and implemented. The guidance contained
in this directive becomes effective upon receipt.

7. Inquiries. Questions should be directed to Carmen Ortiz by e-mail at ceortiz@doleta.gov or by
telephone at (202) 693-2786.



8. Attachment. Ticket to Work and Work Incentives Improvement Act of 1999 (P.L. 106-170), 8505.



